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December 13, 2013

Councilman Morrison,

As you know, we will be having a very important discussion in Executive Session next Tuesday on the
subject of employee pensions. The administration is not presenting an ordinance or asking for any
votes. Rather, our aim is to present an objective overview of the situation as well as our

recommendations for moving forward.

Because of the gravity of this issue, we are getting this comprehensive package of information to you in
advance of the Tuesday meeting so that you have time to review it, formulate any questions you may

have or request additional information.
The goal is to engage the Council and give you an opportunity to ask questions and provide guidance.

To that end, | have attached the PowerPoint presentation that Director Collins will walk us through next
Tuesday. In the binder behind the presentation, you will find numerous documents and reports that
provide valuable background information on this subject. They include everything from the original PwC
report from September 14, 2013 that outlined the situation and our alternatives, to the various actuarial

analysis provided by the unions.

There is no doubt that we face a serious financial challenge. The primary source of the problem is an
outdated defined benefit pension plan that, despite the best intentions, we can no longer afford. We
recommend closing the old defined benefit plan and replacing it with a safer, more secure -defined
contribution plan. Retirees and vested employees with ten years on the job (3,707 or 60%) will stay with
the old plan and finish out their careers and retirements. Unvested (2,428 or 40%) and new employees

will participate in the new defined contribution plan.

Also, we must find a way to pay the unfunded liability that has accumulated under the old defined
benefit plan. This will require a concerted effort by the administration and Council to reallocate our
resources in a way that both addresses this commitment and allows us to deliver the level of city

services our citizens deserve and expect.

This is the challenge before us. | look forward to meeting with you next Tuesday to begin the discussion
on how we will find a solution together, as One Memphis.

Regards,

A C Wharton, Mayor, City of Memphis
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